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Chief, Industrial Contract Audit Branch 2® January 1955 

Chief , Finance Division 

Use of Overhead Rates Sstafellshed by Department of Defease 


| # || you it la the policy of the Office of the (tang? trailer 

to utilise ov e r hea d rates established by the Department of Defease or 
azgr of Its estehli sheen t s to the maad—i possible extent in connection 
with determination of costs to he reecEasended for acceptance in con- 
section with the negotiation and settlement of ooet type contracts. 

Fall foapiemantation of this policy will 

a. B tmtsato duplication of effort between this Agency and 
B o yar t aa at of Defense estahli Patents utilising the msm contractors 

b. Jvodd the criticias which contractors bare directed at 
various Qovei'aa e tt t eetabliabBente because of inconsistency in 
determinations sad policy in areas of similar interest 


«» Reduce saterlally the scope of audita required to arrive 

at cost determinations. 

2* Us logistics Office tens indicated that It can secure and furnish 
this office with official advice from the Department of Defense as to the 
overhead rates a pprov e d for acceptance by its establishments. Them rates 
Mil be nevlsMed by this office and whenever their use can be justified, 
m oh rates will be utilised in arriving at cost determinations and the 
audit program vdJLl not Include verification of overhead factors mad rates. 

3» When eve r a Department of Defease overhead rate is determined to 
he acceptable by this office in advance of contract execution, the logistics 
Office Mil be advised that such rate Is appropriate for inc or p ora tion in 
the contract and anted rate, including revisions approved by the Department 
of 1ME tease for the cont r act or holding the contract, will be accepted as 
the basis for seat determinations. 

4» Haase assure that all personnel la your Branch understand and 
make every effort to implement the above polity. Deviations, i.a. , 
rejection of rates established by the Department of Defense, are not 
authorised except with prior approval of this office. 





